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E.O. 11652: N/A 
TAGS: ETRN, OECD, GW 

SUBJECT: FRG AID TO ITS SHIPBUILDING INDUSTRY 
REF: (A) BONN 3855, (B) OECD PARIS 9164 

1 . FRG HAS ANNOUNCED PLANS FOR INCREASED ASSISTANCE 
TO THE GERMAN SHIPBUILDING INDUSTRY. THE FEDERAL 
GOVERNMENT IS PROPOSING AN INCREASE.FROM THE PRESENT 
12.5 TO 17.5 PERCENT, IN THE SUBSIDY GIVEN TO GERMAN 
PURCHASERS TOWARD THE COST OF NEW COASTAL AND RIVER 
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SHIPS. THIS ACTION COMES IN RESPONSE TO DEMANDS FROM 
SEVERAL QUARTERS IN THE FRG (SEE REF A) FOR MORE HELP 
FOR THE INDUSTRY. 

2. IN ADDITION, THE FRG DEVELOPMENT AID BUDGET 
CONTAINS DM 130 MILLION IN TIED DEVELOPMENT AID FOR THE 
PURCHASE OF GERMAN-BUILT SHIPS BY LDC'S. THIS IS 
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ALMOST AS MUCH AS THE GREATLY EXPANDED PROGRAM OF 
1976 AND THUS FIRMLY ESTABLISHES A PRECEDENT FOR THIS 
FORM OF ASSISTANCE TO THE INDUSTRY FOR THE FUTURE. 

3. BOTH OF THESE MEASURES FALL OUTSIDE THE SCOPE OF 
EXISTING OECD AGREEMENTS RESTRICTING GOVERNMENT 
ASSISTANCE FOR SHIPBUILDING, BUT THE FRG DELEGATION 
WILL REPORT ON THE NEW MEASURES AT THE NEXT OECD WP6 
MEETING. 

4. REGARDING THE ALLEGED INDUSTRY-LEVEL AGREEMENT 
BETWEEN JAPAN AND THE FRG RESTRAINING JAPANESE YARDS 
FROM BUILDING SHIPS FOR GERMAN OWNERS (REF B), ECONMIN 
SOURCE STATED THAT HE IS AWARE OF CONTACT WHICH DID 
TAKE PLACE BETWEEN INDUSTRY REPS OF THE TWO COUNTRIES. 
FORM OF CONTACT WAS APPARENTLY A LETTER WRITTEN FROM A 
JAPANESE TRADE ASSOCIATION TO ITS GERMAN COUNTERPART. 
LETTER INDICATED THAT JAPANESE WOULD TEMPORARILY 
REFRAIN FROM TAKING FURTHER ORDERS FROM GERMAN 
PURCHASERS DUE TO THE SEVERE PROBLEMS IN THE GERMAN 
SHIPBUILDING INDUSTRY. ECONMIN SOURCE EMPHASIZED THAT 
FEDERAL GOVERNMENT HAD NO CONTROL OVER THE INDUSTRY, 
BUT HE SUSPECTED THE JAPANESE WERE ACTING "VOLUNTARILY" 
TO SAFEGUARD THEIR ALREADY HIGH SHARE OF GERMAN SHIP 
ORDERS FROM POSSIBLE FRG REACTION. 

5. ECONMIN SOURCE OBSERVED THE ADVERSE REACTIONS OF 
OTHER DELEGATIONS AT THE WP6 MEETING, BUT HE CLAIMED 
THAT GERMAN INDUSTRY IS NOT THE ONLY ONE TO HAVE HAD 
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CONTACTS WITH THE JAPANESE IN THIS MANNER. HE EXPECTED 
THE EC COMMISSION TO TAKE THE LEAD IF THE PROBLEM OF 
"VOLUNTARY" RESTRICTIONS BECOMES A MAJOR PROBLEM. 
STOESSEL 
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